


JAYS. HAMMOND, COYEKNON

DEPARTMENT OF REVENUE
oma or m  couwssiom

p o u c h  s
JUNEAU. ALASKA 99811

April 7, 1981

T h e  H o n o r a b l e  Vic F i s c h e r  

C h a i r m a n

S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e  

R o o m  205 - B e h r e n d s  B u i l d i n g  

J u n e a u ,  A l a s k a

D e a r  S e n a t o r  Fischer:

Re: Se n a t e  Bill No. 36 0  and S e n a t e  Bill No. 361

S e n a t e  Bill No. 360, an Act r e l a t i n g  to the i n v e s t m e n t  o f  the p u b l i c  e m p l o y e e s’

a n d  t e a c h e r s’ r e t i r e m e n t  funds, w a s i n t r o d u c e d  in the S e n a t e  on M a r c h  31, 1981 

a n d  was r e f e r r e d  to th e  Se n a t e State A f f a i r s  a n d  F i n a n c e  C o m m i t t e e s .

S e n a t e  Bill No. 361, a n  Act m a k i n g  a special a p p r o p r i a t i o n  to the D e p a r t m e n t

o f  A d m i n i s t r a t i o n  fo r  p a y m e n t  o f  1 i a b l i 1 ities o f  the pu b l i c  e m p l o ye e s '  and 

teachers' r e t i r e m e n t  funds, w a s  i n t r o d u c e d  in the S e n a t e  o n  M a r c h  31, 1981 

a n d  was r e f e r r e d  to th e  S e n a t e  C o m m u n i t y  and Regional A f f a i r s ;  S t a t e A f f a i r s  

a n d  F i n a n c e  C o m m it t e e s .

F o r  the c o n s i d e r a t i o n  o f  the S e n a t e  S t a t e  A f f a i r s  C o m m i t t e e ,  I a m  e n c l o s i n g  

a copy  o f  a Fiscal N o t e  p r e p a r e d  by Mr. A n s e l m  Staa c k ,  T r e a s u r y  C o m p t r o l l e r ,  

D e p a r t m e n t  o f  R e v e n u e  c o n c e r n i n g  b o th  bills.

S i n c e r e l y ,

R. D. S t e v e n s o n  

Special A s s i s t a n t

R D S / r d h

cc: The H o n o r a b l e  Drn B e n n e t t  J o s e p h  K. D o n o h u e

The H o n o r a b l e  M. E. D a n k w o r t h  D e p u t y  C o m m i s s i o n e r

C o - C h a i r m e n  D e p a r t m e n t  o f  R e v e n u e

S e n a t e  F i n a n c e  C o m m i t t e e

The H o n o r a b l e  D o n a l d  E. G i l m a n  A n s e l m  S t a a c k
C h a i r m a n  T r e a s u r y  C o m p t r o l l e r

Se n a t e  C o m m u n i t y  a n d  Regional D e p a r t m e n t  o f  R e v e n u e

A f f a i r s  C o m m i t t e e

o«- . 1



T H E  L E G I S L A T U R E  OF T H E  S T A T E  O F  A L A S K A
T W E L F T H  L E G I S L A T U R E  

F I S C A L  N O T E

SB 360, 361

I. R E Q U E S T  2i>l
B i l l /R e so lu t i o n  No. SENATE BILL NO. 360________ ____________________________________________________

Title Relating to investment of the public employees' and teachers' retirement funds

Rsf f l igOSfcfcv  and making a special appropriation for payment of Date 3/31 /81__________
accrued liabilities of both funds v

Requested by Senate State Affairs & Community & Regional Affairs Committees

I I .  F I S C A L  D E T A I L
Agency A f fected _ Department of Revenue, r~oartment of Administration_____________________
Program Category Affected General Fund_________

B R U ,  Program, o r  Subp rog ram (s )  A f fe c ted______________
(N o t e :  I f  more than one budget componen t is af fected,  separate l ine-i tem amounts  and funding f o r  each 

componen t  in the analysis section. )
E X P E N D I T U R E S  (Thousands o f  Do l la rs )

F Y  8 1 FY 8 2 F Y  8 3 F Y  8 4 F Y  3 5 , F Y  3 6
1 0 0  P E R S O N A L  S E R V IC E S
2 0 0  T R A V FT
3 0 0  C O N T R A C T U A L
4 0 0  C O M M O D IT I E S
5 0 0  E Q U I P M E N T
6 0 0  L A N D  & S T R U C T U R E S
7 0 0  G R A N T S .  C LA IM S .  ETC.

T O T A L

F U N D IN G  (Thousands o f  Do l la rs )  -

G E N E R A L  F U N D
F E D E R A L  F U N D S
O T H E R  f S o e c i f v  Fund Source)

P O S IT IO N S

F U L L  TI M E
P A R I  TIME

T E M P O R A R Y  _ __ _ .

I I I .  A N A L Y S I S  (See Fiscal Note  Prepa ra i .on Inst ructions ,  Section I I ! )
SB 361 appropriates $136.A million to the Public E m p l o y e e s’ Retirement System nnd 

$156.3 million to the Teachers' Retirement System to pay the unfunded liabilities of both 

systems accrued to 1/1/80 and 6/30/80 respectively.

SB 360 adds language to the investment authority of both systems directing that the funds 

appropriated by SB 361 be used to buy Alaska Housing Finance Corp. bonds and bond 

a n ticipation notes at competitive market rates of interest of taxable securities.

No additional administrative costs appear necessary.

IV .  D A T E  A p r i l  6 .  1 9 8 1 ____________ . P R E P A R E D  B Y  _Ansc lm_C._  S t a n c k ,  T r e a s u r y  C o m p t r o l l e r
A G E N C Y  l o t ,  of R e v e n u e / T r e a s u r y  Division_____________

Origina l  Legislative Finance PH O N E  & * i - 2 3 5 1
cc: Budget and Management

Pnme Sponso r  ( P i n t  Legislator Named )

33-001 (Rev. 12/5 0)



Ho u sing Finance Corporation. Such investments m a y  be made only 

at competitive market rates of interest fop taxable securi­

ties. Provides Act takes effect July i, 1981.

Introduced March 31 and referred to State Affairs, phen to 
Finance.

Introduced March 31 and referred tc Community and Regional 

Affairs, State Affairs, then to Finance. 6/2, C6RA waived.

, Gilman
AS 39.35.110 (Public Employees' Retirement 

System. Investments) and AS 16.25.180

Appropriation 

(special) 

(public em p l o­

yees' anc 

teachers’ 

retirement 

funds)

S ENATE BILL NO. 3 6 1 , by Senators Stinsom, Sturgulewski, Gilir , i

benefit liabilities of the public employees' 
retirement system accrued to January 1, 1980. Appropriates 

$156,300,000 from the general func fcr payment to the retire­

ment fund for unfunded benefit liabilities of the teachers' 

retirement system accrued r.o June 30, 1980. Provides Act 

takes effect on the effective date of SB 360.
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I n t r o d u c e d /  3/31/81 
Referred: State Affairs and

Finance

IN THE SENATE
BY STIMSON, S T U R G U L E W S K I , 
G ILMAN A ND HOHMAN

/

SENATE BILL NO. 360 

IN THE L E G I S LATURE OF THE STATE OF ALASKA 

TWELFTH LEGISLATURE - FIRST SESSION 

A BILL

For an Act entitled: "An Act relating to the investment of the public

employees' and teachers' retirement funds; and p r o v i d­

ing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 39.35.110 is amended by adding a new subsection to read:

(k) Notwithstanding (a) of this section, if the legislature 

appropriates money to the pension fund for the unfunded benefit liabili 

ties of the system, the commissioner of revenue invest an amount

of the pension fund equal to the amount appropriated, or so much of 

that amount as the commissioner of administration c o n s i d e r s ' p r o p e r , in 

bonds and bond anticipation notes of the Alaska Housing Finance C o r p o r a­

tion. An investment under this subsection may be made only at c o m p e t i­

tive murket rates of interest for taxable securities.

* Sec. 2. AS 14.25.180 is amended by adding a new subsection to read:

(J) Notwithstanding (b) of this section, if the legislature

appropriates money to the retirement fund for the unfunded benefit 

liabilities of the system, the commissioner of revenue invest an

amount of the retirement fund equal to the amount appropriated or so 

much of that amount as the commissioner of a d m i n i s t r a t i o n’considers 

proper, in bonds and bond anticipation notes of the Alaska Housing 

Finance Corporation. An investment under this subsection m ay be made 

only at competitive market rates of Interest for taxable securities.

* Sec, 3, This Act takes effect July 1, 1981.

- 1 - SB 360
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Introduced: 3/31/81 
Referred: State Affairs and 

Finance

- -

1
BY STIMSON, STURGULEWSKI, 

IN THE SENATE GILMAN AND HOHMAN

2 SENATE BILL NO. 360

3 IN THE L EGISLATURE OF THE STATE OF ALASKA

I 4 TWELFTH L E G I S L A T U R E  - FIRST SESSION

5 A BILL

; 6 For an Act entitled: "An Act relating to the investment of the public

7 employees' and teachers' retirement funds; and p r o v i d­

8 ing for an effective date."

j 9 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

10 * Section 1. AS 39.35.110 is amended by adding a new subsection to read:

11 (k) Notwithstanding (a) of this section, if the legislature

12 appropriates money to the pension fund for the unfunded benefit liabili­

13 ties of the system, the commiesioner of revenue shall invest an amount

14 of the pension fund equal tc the amount appropriated, or so much of

15 that amount as the commissioner of administration considers proper, in

16 bonds and bond anticipation notes of the Alaska Housing Finance C o r p o r a­

1/ tion. An Investment under this subsection may be made only at c o m p e t i­

18 tive market rates oC interest for taxable securities.

19 * Sec. 2. AS 14.25.180 is amended by adding a new subsection to read:

20 (J) Notwithstanding (b) of this section, if the legislature

21 appropriates money to the retirement fund for the unfunded benefit

22 liabilities of the system, the commissioner of revenue sjja 11 invest an

23

24

amount of the retirement fund equal to the a m o u n t q p p x o p r i a t e d  or so 

much of that amount as the commissioner of administration considers

25 p r o p e r . in bonds and bond a n t icipation notes of the Alaska Housing

26 Finance Corporation. An investment under this subsection may be made

27 only at competitive market rates of interest for taxable n e e u r t M e n .

28 * Sec. 3. This Act takes effect July 1, 1981.

-1- SB 360
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S U B J E C T -  E L I M I N A T I O N  O F  PERS AND TRS LI.‘D I L U T E S

F A C T :

1. T h e  P u b l i c  Em p l o y e e s '  Retirement S y s t e m  (PERS) is a  joint 

contributory s y s t e m  w i t h  defined contributions a n d  benefits. PERS 

covers all f u l l - t i n e  S t a t e  employees as well a s  p o l i t i c a l  subdivi­

sions w h i c h  h a v e  e l e c t e d  coverage fcr t h e i r  employees. R e t i rement 

ber.efite are b a s e d  on a n  e m p l o y e e ' s  hir h  t h r e e - y e a r  a v e r a g e  salary, 

years o f  s e r v i c e  a n d  a p e  at retirement.

2. E m p l o y e e s  c o n t r i b u t e  A.2 5% o f  t h e i r  gross p a y  (5% for peace 

o f f i c e r s  and firemen) a n d  e m p l o y e r  c o n t r i b u t i o n s  are b a s e d  on periodic 

a c t u a r i a l  v a l u a t i o n s  t h a t  take i n t o  a c c o u n t  e s t i m a t e d  b e n e f i t  payments 

i n c l u d i n g  a m o r t i z a t i o n  o f  p a s t  service costs o v e r  a 30 y e a r  period 

(over a  AO- -year p e r i o d  p r i o r  to July 1, 1978). D uring fiscal 1979 

the P u b l i c  Emp l o y e e s '  R e t i r e m e n t  System Board d i r e c t e d  t h a t  a further 

d e c r e a s e  be m a d e  in the a c c rued benefit a m o r t i z a t i o n  p e r i o d  from 30 

years to 2 5  y e a r s .

3. T h e  c u r r e n t  S t a t e  c o n t r i b u t i o n  r a t e  to P E R S  is 12.58%. During 

fiscal 1980 the c o s t  to the S t a t e  for c o n t r i b u t i o n s  to P E R S  was $32.5' 

million.

A. T h e  e x c e s s  o f  the computed value o f  vested bene f i t s  over the total

o f  P E R S  assets w a s  e s t i m a t e d  by the c o n s u l t i n g  a c t u a r y  to be $1 2 8 . A 

m i l l i o n  as o f  J a n u a r y  1, 1979. T h i s  e s t i m a t e  w a s  based o n  amortizing , 

the unflinded l i a b i l i t y  o v e r  a 30-year p e r i o d  a n d  funding post-retire- * 

rnent m e d i c a l  i n s u r a n c e  o n  a p a y - a s - y o u - g o  basis.

5. T he e x c e s s  o f  the computed value o f  vested b e n e f i t s  over the 

total o f  PERS a s s e t s  w a s  e s t i m a t e d  by t h e  c o n s u l t i n g  a c t u a r y  to be 

$ 1 3 6 . A m i l l i o n  a s  o f  J a n u a r y  1, 1930. T h i s  e s t i m a t e  was based on 

a m o r t i z i n g  the u n f u n d e d  liab i l i t y  over a  2 5 - y e a r  period a n d  prefunding 

me d i c a l  i n s u r a n c e  with the same method a s  other r e t i r e m e n t  benefits.

6. T h e  T e a c h e r s '  R e t i r e m e n t  S y s t e n  (TRS) in a joint c o ntributory 

system w i t h  d e f i n e d  c o n t r i b u t i o n s  ar.d benefits. T R S  c o v e r s  all teachers 

in the p u b l i c  s c h o o l  s y s t e m .  Retirement b e n e f i t s  are b a s e d  on a teacher's 

high t h r e e - y e a r  a v e r a g e  salary, years o f  s e r vice a nd age a t  retirement.

7. T e a c h e r s  c o n t r i b u t e  7 %  o f  their g r o s s  pay. The e m p l o y e r  and the 

State e a c h  c o n t r i b u t e  7 . 0 6 %  o f  a teacher's salary. D u r i n g  fiscal 1930 

the S t a t e  c o n t r i b u t e d  $ 1 5 . 2  m i l l i o n  to TRS.

8. T h e  e x c e s s  o f  c o m p u t e d  va l u e  of v e s t e c  b e n e f i t s  o v e r  the total o f

TRS a s s e t s  was e s t i m a t e d  by t.he c o n s u l t i n g  a c t u a r y  to be $ 10A. 1 million

as o f  J u n e  30, 1 9 7 9 . T h i s  e s t i m a t e  was b a s e d  on a m o r t i z i n g  the unfunded

l i a b i l i t y  o v e r  a 3 0 - y e a r  period a n d  f u n d i n g  post r e t i r e m e n t  medical insu­

rance o n  a p a y - a s - y o u - g o  basis, merely p r o v i d i n g  enough a s s e t s  to pay 

fcr the p r e m i u m s  d u e  in the coming year.



9. T h e  e x c e s s  o f  the cor.ruted va l u e  c f  v e s t e d  benefits over the total 

o f  T R S  a s s e t s  w a s  e s t i m a t e d  by the consulting: actuary to be $154.3 r.illion 

as o f  J u n e  30, 1980. T he e s t i m a t e  was based c.n a-.ortizing the unfunded 

l i a b i l i t y  o v e r  a 30-year p eriod and p r e f u n d i n g  r.edical insurance using 

the s a m e  m e t h o d  as other r e t i r e m e n t  benefits.

10. B o t h  PERS and T R S  invest a s u b s t antial arncunt o f  their assets in 

A l a s k a  at c u r r e n t  market yields. The funds d o  r.ot invest at "social" 

or " s u b s i d y "  yields.

11. T h e  A l a s k a  H o u s i n g  F i n a n c e  Co r p o r a t i o n  (AHFC), due to recent 

F e d e r a l  legisl a t i o n ,  will n o  lon~er b e  able to import tax-exempt funds 

from t h e  n a t i o n a l  b o n d  ar.rket. It m u s t  s e c u r e  at least $50 0  to $7C0 

m i l l i o n  t h r o u g h  t he issue c ?  taxable d e b t  d u r i n g  FY 82. T h e  market a n d  

m a r k e t  r a t e - f o r  this debt i s  not known at th i s  time.

P R O B L E M S

1. T h e  a b o v e  facts (1-9) are set forth in notes to S t a t e  financial 

s t a t e m e n t s  to d i s c l o s e  the exis t e n c e  o f  a l a r g e  $290.7 m i l lion c o n­

ti n g e n t  l i a bility. T h e y  a l s o  i n d i c a t e  that t h e  deficits a r e  growing 

l a r g e r  (PERS up f r o m  $123.4 m i l l i o n  to $ 136.4 million and TRS up from 

$104.1 m i l l i o n  to $ 1 5 4 . 2  m i l l i o n ) .  T h e  a m o u n t  of the liability and the 

a d v e r s e  d i r e c t i o n  o f  trend d o  not reflect c r e d i b l y  on St a t e  finances 

and t h u s  m u s t  be d i s c l o s e d  a s  part o f  the financials.

2. T h e  S t a t e  c o n t r i b u t i o n  (as employer) to PERS and T R S  amounted to 

$47.7 m i l l i o n  in FY 80. T h e  c o n t r i b u t i o n  in F Y  82 will exceed that amount 

and a p p e a r s  a3 a n  o p e r a t i n g  b udget item. E m p l o y e r  contributions to k e e p  

the fun d  a c t u a r i a l l y  sound a r e  e n o r m o u s  and swell the o p erating budget

in w h a t  a p p e a r s  to be (but i s  not) a n o n - d i s c r e t i o n a r y , "not-controllable" 

item.

3. P E R S  a n d  T R S  a r e  r a j c r  in-State i n v e stors. Th e s e  funds do not have 
e n o u g h  a s s e t s  to c o n t i n u e  t o  meet the n e e d s  o f  the business and h o u s i n g  

debt co m m u n i t y .

ASSUMPTION

The l e g i s l a t u r e  w i s h e s  to i m p r o v e  the i n t e r n a l  Stale financial condition, 

reduce t he o p e r a t i n g  budget and p r o v i d e  funds for in-State investment 

through a  single, multi-ser.efit l e g i s l a t i v e  action.

D I S C U S S I O N

1. A c n e - t i m e  s u p p l e m e n t a l  a p p r o p r i a t i o n  ir. tr.e a mount of $300 r.illion 

will e l i m i n a t e  the l i a b i l i t y  of bot h  funds; th u s  p r e s enting a "cleaner" 

financial s t a t e m e n t  denc-.streting to t h e  fiarn.cial world that we have the 

i n t e r e s t  a n d  a b i l i t y  to a ttend to i m portant inter n a l - f i n a n c i a l  ratters.

2. T h e  a b o v e  a c t i o n  will trigger an a c t u a r i a l  st u d y  wh i c h  will result 

in a r e c c n p u t a t i o n  o f  e m p l o y e r  (State) c ontributions. Thus, in turn, will 

t r i g g e r  a s u b s t a n t i a l  r e r j c t i o n  in tl:e o p e r a t i n g  budget.



c aveat that t h e s e  funds d e d i c a t e d  to the respective r e t i rement systems 

m u s t  be i n v e s t e d  in s e c u r i t i e s  i s sued by AHFC, an imme d i a t e  m a r k e t  is 

g u a r a n t e e d  for r o u ghly h a l f  o f  s h e  bonds AHFC will issue in FY 82.

A. T h e  p u r c h a s e  o f  A H F C  negot 

insures t h a t :  1) i n v e s t m e n t  is i 

by the r e t i r e m e n t  funds i f  desir 

o f  the s e c u r i t i e s  can o c c u r  at a 

to the funds; 3) if h e l d  to r.atu 

sent a large c o r p u s  o f  the fund- 

in the h i s t o r y  o f  the r e t i r e m e n t  

h i g h e s t  y i e l d i n g  funds o f  any st 

y i e l d —  i f  p e rmitted to be consi 

c o n t r i b u t i o n s  a n d  thus o p e r a t i n g  

m a n y  y e a r s  in t h e  future.

iatle sec u r i t i e s  at taxable m arket rates 

r. securities which can be reoffered (sold) 

ed: 2) i f  interest rates fall, r e o f fering 

premium sale creating s ubstantial profit 

rity, the s e c u r i t i e s — b e c ause they r e pre- 

-sksw the investment yield to the h i g hest 

funds a n d  probably will mak e  them the 

a te in the nation; A) the a b n o r m a l l y  high 

dered by the a c t u a r y — -will keep empl o y e r  

budget costs in this ar e a  very l o w  for

A L T E R N A T E  S O L U T I O N S  TO T H E  P R O B L E M S

Fun d  l e s s  than $30 0  m i l l i o n  m a k i n g  same inroads on the p r o b l e m  but n ot 

a c h i e v i n g  all t h a t  is possible.

R E C O M M E N D A T I O N

1. A p p r o p r i a t e  $300 m i l l i o n  i n  the f o r m  of a suppl e m e n t a l  w i t h  the 

r e q u i r e m e n t  that the m o n e y  be u s e d  to p u r c h a s e  AHFC sec u r i t i e s  when issued.

2. C o m p u t e  a f f e c t  on FY 82 o p e r a t i n g  b udget and reduce same.







DEPARTMENT OF REVENUE
oma or m  conmssma

April 7, 1981

The H o n o r a b l e  Vic F i s c h e r  

C h a i r m a n

S e n a t e  S t a t e  A f f a i r s  C o m m i t te e  

R o o m  205 - B eh r e n d s  Build i n g  

J unea u ,  A l a s k a

JAY S. HAMMOHD. 60YERH0K

POUCH S
JUNEAU, A LA S K A  99871

Dea r S e n a t o r  Fischer:

Re: S e n a t e  Bill No. 3t>U and S e n a t e  Bill No. 361

S e n a t e  Bill No. 360, an Act r e l a t i n g t o  the i n v e s t m e n t  o f  the pu b l i c  employees'

and teachers' r e t i r e m e n t  funds, wa s  i n t r o d u c e d  in the Se n a t e on M a r c h  31, 1981 

and was r e f e r r e d  to the S e n a t e  State A f f a i r s  and F i n a n c e Committees.

Se n a t e  Bill No. 361, an Act m a k i n g  a special a p p r o p r i a t i o n  to the D e p ar t m e n t

of A d m i n i s t r a t i o n  f o r  p a y m e n t  o f  1 i a b l i 1 ities of the pu b l i c  employees' and 

teachers' r e t i r e m e n t  funds, wa s  intr o d uc e d  in the Se n a t e  on M a r c h 31, 1981 

and was r e f e r r e d  to the S e n a t e  C o m m u n i t y  and Regional Af f airs; S t a te  Affairs 

and F i n a n c e  Committees.

For the c o n s i d e r a t i o n  o f  the S e n a t e  S t a t e  Affairs Comm i t t e e,  I am e n c l o s i n g  

a c o p y  of a Fiscal Note prepa r e d  by Mr. A n s e l m  Staack, T r e a s u r y  C o m p troller, 

D e p a r t m e n t  o f  R e v e n u e  c o n c e r n i n g  both bills.

Sincerely,

R. D. S t e venson 

Special A s s i s t a n t

RDS/rdh

cc: The H o n o r a b l e  Don Benn e tt  

Th e  H o n o r a b l e  M. E. D a n k w o r t h  

C o - C h a i r m e n

S e n a t e  F i n a n c e  C o m m i t t e e

Th e  H o n o r a b l e  Don a ld  E. G i l m a n  
C h a i r m a n

Se n a t e  C o m m u n i t y  and Regional 

A f f a i r s  C o m m i t t e e

Joseph K. D o n oh u e  

Deputy C o m m i s s i o n e r  

Depa r t m e n t  o f  Revenue

A n s e l m  Staack 

T r e a su r y  C o m p t r o l l e r  

Depar t m e n t  o f  Revenue

04-02LH



T H E  LEGISLATURE OF THE STATE OF ALASKA
mrv‘rr rr'tr r “GISLATC"3̂Tft-I S3 36Q> 361

FISCAL NOTE

REQUEST 3 6 /
Bi'!,'Resolution Vo. SENATE BILL NO. 360 6-363-
Title Relating so investment of Che public employees' and teachers' retirement funds

RreuecgticTr. and making a special appropriation for aavmcnt of Date 3 / 3 V 8 1 __________
accrued liabilities of both funds

Requested by Senate State Affairs & Connunltv & Regional Affairs Committees

II. FISCAL DETAIL
Ajency Affected Department of Revenue. Depart!.--.nr of Ari-M-ni srr^rinn___________
Program Category Affected General Fund_______ ________________________________________ _

BRU, Program, o r  Subprogram(s) Affected___________________________________________________________
(Note: If  mare th an  one budget component is affected, separate line-item amounts and funding for each 

component  in the analysis section.)
(Thousands o f  Dollars)

1 FY 9 1 FY 32 FA' 83 FY G4 FY 35 .F Y 3 S
100 PERSONAL SERVICES .
200 TRAVEt •

300 CONTRACTUAL
UP.7 COM VO-'TJCC
5*0 EQUIPMENT 1
600  LAND & STRUCTURES
700 G R A N T S .  CLAIMS. FTC.

TOTAL

FUNDING (Thousands o f  Dollars) *

GENERAL FUND I
FEDERAL FUNDS 1
OTHER ISoecifv Fund Source) 1

I
1

POSITIONS

FU LL T IM E
PART TIMF.
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)
SB 361 appropriates $136.6 million to the Public Employees' Retirement System and 
$156.3 million to the Teachers' Retirement System to pay the unfunded liabilities of both 
systems accrued to 1/1/80 and 6/30/80 respectively.
SB 360 adds language to the Investment authority of both systems directing that the funds 
a p p r e c i a t e d  SB 361 be used to buy Alaska Housing Finance Corp. bonds and bond 
anticipation mates at competitive market rates of interest of taxable securities.

No additional administrative ccsts appear necessary.

IV. D A T E  .-”11 6. 1981___________ PREPARED BY Anselm C. Staack. Treasury Comptroller.
AGENCY P e s t ,  of. R e v e n u e /T re a s u r y  D i v i s i o n ____________

Or.glnci: Leps'.itive Finance PHONE . 665-2351
cc: B'uaae: :n d  Mar.asement

P r . - . j  Spor.srr (First Legislator Named)

cc-*:. (Re- ::■*:}



TWELFTH LEGISLATURE 

1SCAL NOTE.

Page 1 of 3

REQUEST
Bill/Resolution No. S e n a te  B i l l  
Title An Act  Making a S p e c ia l  A o b r o t f r i a t io n  t o  t h e  O epartrcen t  o f  A d m i n i s t r a t i o n  
Requested by .. D a te .

II. FISCAL DETAIL
Agency Affected A d m i n i s t r a t i o n  -  D i v i s i o n  o f  R e t i r e m e n t  and B e n e f i t s  
Program Category Affected____________L a c a r  S e r v i c e s
BRU, Program, or Subprocram(s) Affected 0 2 - 9 6 - 8 - 0 1 - 0 1 - 0 1  (PERS)-
(Note:  If  more  than one budget com ponent is affected, separate line-item am oun ts  and funding for each 

com ponent in the analysis section.)
EXPENDITURES _ (Thousands o f  Dollars)

FY 81 FY 92 FY 83 FY 34 FY 85' FY 86'
100 PERSONAL SERVICES
200 .. TRAVEL
300 CONTRACTUAL .
400 . COMMODIT IES
500 EQUIPMENT
600 LAND &. STRUCTURES
100 APPROPRIATION (sn 361) 1 36,400.0
100. BENEFITS OPERATING RtlltGr ( 7 ,5 54 .0 1 (7 .534 .0 ) J L  5 3 4 .0 ) (7 ,534 .0 ) ' ( 7 . 5 3 4 . 0 '

TOTAL - 0 -  1 2 8 ,8 6 6 .0  ( 7 , 5 3 4 . 0 ) ( 7 ,5 3 4 . 0 ) ( 7 ,5 3 4 . 0 ) ( 7 , 5 3 4 . 0

FUNDING (Thousands o f  Dollars!

GENERAL FUND 11 3 0 .2 9 9 .7 (6170.3)1 (61 7 0 .3 ) (6 1 7 0 .3 ) (6 1 7 0 .3
FEDERAL FUNDS i (3 4 6 .6 ) (346.5)1 ( 3 4 6 .6 ) ( 3 4 6 .6 ) (346.fi
VETERAN'S FUND 1 (15 .1 ) (15.1)1 ( 1 5 .1 ) ( 1 5 .1 ) (15 .1
FISH & GAME FUND l« b .2 ) (4b .2} | ~ R 5 T ) ( 4 5 .2 ) ( 4 5 . ’
HIGHWAY FUND ' ( 9 7 .9 I ( ? / .  9)1 (9 7 .9 7 (9 7 .o ; ( 9 7 .6
AIRPORT FUND (2 1 8 .5 ) (218.5)1 ( 2 1 8 .5 ) ( 2 1 8 ,5 ) (2 1 8 .5
CAPITAL FUND 1 (6 4 0 .4 ) (640.4)1 (640.4)1 ( 6 4 0 .4 ' ( 6 4 0 .a
PERS 1 | |
TRS 1

POSITIONS

HiLLUME___
NONE

PART TIME
IEM EQBARY.

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

1. The u n funded  S t a t e  B e n e f i t  L i a b i l i t y  R ate  i s  2.54?! o f  c o v e re d  
p a y r o l l  ( $ 7 ,5 3 4 . 0  i n  FY 8 2 ) .

2 .  The a v e r a g e  unfunded  P o l i t i c a l  S u b d i v i s i o n  L i a b i l i t y  Rate 
i s  2 .32X o f  c o v e re d  p a y r o l l  ($ 5 ,8 8 7 .2  i n  FY 8 2 ) .

3 .  The a p p r o p r i a t i o n  u n d e r  t h i s  9 i 11 >7111 r e d u c e  t h e  unfunded  l i a b i l i t y  
o f  t h e  PERS a p p r o x im a t e ly  as f o l l o w s :

S t a t e :  $ 8 0 ,3 5 3 .0
P o l i t i c a l  Subs :  $ 5 6 ,0 4 7 .0

IV. DA TE. 5 /0 1 /0 1 PREPARED BY
AGENCY _____
PHONE _______

f a t / ( \
Pm i I R. A rim  1 d t Qj rpC.tflE-

© L

MVision of t i p.
465-4460Original: Legislative Finance

CC! D'jdCC! uHw M2H22Cm!nt
Pnmc Sponsor (First  Legislator N am ci i  S e n a to r  S t im son  
O f f i c e  o f  t n e  G o v e rn o r  ( K e i th  I r e c i . i n g )
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I. R E Q U E ST
Bill /Resolution No. S e n a te  B i l l  361 1 ;____________
Title  An A ct  makino a s p e c i a l  appr o p r i a t i o n  t o  flip Onnnrtmnnt- Mininic^at-’nn 
R eques ted  bv _____________________________________________ Date________________

FIS C A L  DETAIL
A gency-Affected  A d m i n i s t r a t i o n  -  D i v i s i o n  o f  R e t i r e m e n t  & B e n e f i t s  _________
Program Category Affected L ab o r  S e r v i c e s  ana e l e m e n t a r y  & S e c o n d a r y  E d u c a t io n  
BRU, Program, o r  S u bprogram ^)  Affected 0 2 - 9 6 * 8 - 0 1 - 0 1 - 0 2  (TRS) 0 2 - 1 1 - 8 - 0 2 - 0 1 - 0 0  (TRS MATCH' 
(N o te :  I f  m ore  th an  one  budge t  com ponent  is affected, separate  line-item am oun ts  and funding fo r  each t 

co m p o n en t  in the  analysis section.)
EXPEND ITU RES (Thousands o f  Dollars)

FY 81 FY B2 FY 83 FY 84 FY 8 5 FY 86

100 PERSONAL SERVICES
?Q0 TR A VET. I

300 CONTRACTUAL
“ 00 COMMODITIES
300 EOUTPMENT
100 APPROPRIATIONS (SB 561 154300.0
700 STATE TRS MATCHING 6 4 0 0 .4 ) (6 4 0 0 .4 ) (6400 .41 (6 4 0 0 .4 ) (6400.41.
1QQ BENEFITS OPERATING BUDGET 1 157 .2 ) (1 1 5 7 .2 ) ( 1 1 5 7 .2 ) (1167 2' (1167.21.

TOTAL - 0 - 146742.4 (7 5 5 7 .6 ) ( 7 5 5 7 .6 ) (7 5 5 7 .6 ) (7 5 5 7 .6 )

FU NDIN G (Thousands o f  Dollars)

G E N E R A L  FUND - 0 -  . 146742.4 ( 7 5 5 7 .6 ) ( 7 5 5 7 .6 ) ( 7 5 5 7 .6 ) (7 6 5 7 .1 )
F E D E R A L  FUNDS
VETERAN'S FUND
FISH S GAME FUND
HIGHWAY FUND
AIRPORT FUND
CAPITAL FUN0
PERS
TRS

POSITIONS HOME

FU L L  TIM E
PA R T  T IM E
T EM PO R A R Y

III. ANALYSIS (See Fiscal N o te  Preparation Instructions,  Section III)

The unfunded  TRS b e n e f i t  l i a b i l i t y  r a t e  i s  4.C9* o f  c o v e re d  p a y r o l l  
(The TRS c o n t r i b u t i o n  r a t e  i s  s p l i t  50 /50  be tw een  th e  s t a t e  m a tch in g  
c o n t r i b u t i o n  and th e  school  d i s t r i c t  c o n t r i b u t i o n ) .

y

IV. D A T E . 5/01 All PREPARED BY .
AGENCY ______
P H O N E ________

Paul  B. A r n o l d t .  0ir<»"*Tir
O i v i s i o n  o f  R e t l r e Tp n r  5 R a n p f i t s

Original: Legislative Finance 
cc: Budget and Management

Prime Sponsor (First Legislator Named) S e n a to r  S t im son  
O f f i c e  o f  t h e  G o v e rn o r  ( K e i th  S p e c k in g )

46 5 -4 4 6 0



A S S U M P T I O N S :

1. E s timated FY32 Payroll (Total System) = $ 2 6 1 , 7 7 5 , 0 0 0

2. State C o n t r i b u t i o n  Rate to Fund Bill = 2 . 44 5 %

3. State TR S  M a t c h i n g  Rate to Fund Bill = 2. 4 4 5 %

4. School D i s t r i c t  Rate to Fund Bill = 2 . 4 4 5 %

COS T A N A L Y S I S :

Cost

E m p l o y e r  P a y r o l 1 Rate R e d u c t i o n

1. D e p a r t m e n t  o f  E d u ca t i o n  $ 4 , 7 1 2 , 0 0 0  X 2.445% $ 115.2

2. U n i v e r s i t y  of A la s k a  $ 4 2 , 6 1 7 , 0 0 0  X 2.44 5 %  $ 1 , 0 4 2 . 0

$1 , 1 5 7 . 2

»

3. State TRS M a t c h i n g  $ 2 6 1 , 7 7 5 , 0 0 0  X 2.445 $6 , 4 0 0 . 4  To

4. State TR S  R e g u l a r  Budget:

Personal S e r v i c e s  $ -o-

Travel $ -0-

Contractual • $ -0-

CommoiJi ties $ -o-

E q u i p m e n t  $ -o-

COST RE D U C T I O N  TO STATE IN FY82 $7 , 5 5 7 . 6

5. All School D i s t r i c t s  $ 2 1 4 , 4 4 6 , 0 0 0  X 2.445% $ 5 , 243.2

TOTAL COS T  R E DUCTION IN FY82 $ 1 2 , 80 0 . 8

REMARKS:

. SB 361

A p p r o p r i a t i o n

To T h e i r  Budget 

To T h e i r  B u d g e t

TRS M a t c h

To Personal 

To Travel 

To C ontractual 

To C o m m o d i t i e s  

To E q u i p m e n t
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